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MASTER  LOAN  PROGRAM 


The  Master  Loan  Program  was  introduced  in  1994  and  enables  qualified  borrowers  to  access  the  tax- 
exempt  capital  markets  at  investment  grade  interest  rates.  Documents  are  standardized  and  bonds 
can  be  marketed  for  more  than  one  borrower  at  a  time,  reducing  the  costs  of  issuance  for  each. 


Program  Structure 


•  Loans  between  $1,000,000  and  $5,000,000 

•  Loans  tailored  to  meet  the  Borrower's 
current  and  future  capital  financing  needs 

•  Credit  support,  in  the  form  of  an  insurance 
policy,  is  provided  by  the  Montana  Board 
of  Investments  resulting  in  a  lower  interest 
rate 


•  Term  up  to  20  years 

•  Bonds  marketed  for  a  single  borrower  or  a 
group  of  borrowers  with  each  borrower 
responsible  only  for  its  own  series  of 
bonds 

•  Capitalized  interest  funding  is  available 
during  the  construction  period 


Cost  Benefits 


•  Investment  grade  bond  interest  rates  have 
historically  provided  a  lower  cost  of  capital 


Construction  escrow  accounts  can  be 
created  and  thereby  eliminate  the  need 
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How  may  we  help  you? 


Michelle  Barstad 

E\etLiti\e  Director- 
■^06.444.0259 
ibarstad@state.mt.us 


Larry  Thomas 

Associcite  Diieclor 

406.444.5435 

lathomas@state.mt.us 
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Gayle  Carpenter 

Slale  Associalion, 
Management 


Kelley  Evans 

Hospital  Administration 


Gregory  Hanson 

Chairman 
Allornev 


Joyce  Asay 

Hospital  Administration 


Lee  Jockers 

Banking 


John  Bartos 

Hospital  Administration 


Ken  Jansa 

Banking 


Michelle  Barslad 

Executive  Director 
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Larry  Tliomas 

Associate  Director 
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MONTANA  FACILITY  FINANCE  AUTHORITY 


Background 

The  Montana  Facility  Finance  Authority  is  the  primary  issuer  of  municipal  bonds  for  Montana's 
health  care  organizations,  continuing  care  residential  programs  and  community  service  providers. 
Created  in  1983  to  provide  not-for-profit  health  care  providers  with  access  to  low-cost  capital,  the 
Authority's  statutory  powers  have  been  expanded  to  beyond  the  traditional  health  care  arena  to  the 
point  where  the  legislature  changed  its  title  from  the  Montana  Health  Facility  Authority  to  the  present 
title. 

The  majority  of  the  Authority's  financings  have  been  completed  on  behalf  of  acute  care  hospitals; 
however,  we  have  also  provided  capital  for  nursing  homes,  assisted  living  facilities,  retirement 
facilities,  outpatient  centers,  homes  for  persons  with  developmental  or  mental  disabilities,  chemical 
dependency  centers  and  pre-release  centers.  Many  other  facilities  are  also  eligible  for  the  Authority 
financing  programs. 


Board  Membership 

The  Authority  is  governed  by  a  seven-member  board  who  are  appointed  by  the  Governor  and 
confirmed  by  the  Senate.  They  serve  four  year  staggered  terms.  It  is  a  quasi-judicial  board  which  is 
administratively  allocated  to  the  Department  of  Commerce. 

Services 

Through  internal  and  external  resources  the  Authority  is  capable  of  providing  diverse  services  to 
borrowers  from  the  planning  of  an  issue,  through  the  issuance  of  bonds,  to  the  maturity  of  the 
bonds.  The  Authority  staff  is  available  to  discuss  various  financing  options,  arrange  the  final 
financing,  monitor  compliance  with  bond  covenants  and  the  operational  performance  by  the 
borrower,  facilitate  the  flow  of  information  among  the  borrower,  investors,  rating  agencies,  insurers, 
trustees,  and  other  professional  entities. 

Authority  staff  is  especially  helpful  to  borrowers  after  the  closing  of  the  bonds.  Staff  can  assist  in 
monitoring  project  costs,  including  modifications  to  projects;  answering  questions  regarding  bond 
covenants  and  funding  requirements;  facilitating  amendments  to  bond  documents,  such  as 
corporate  reorganizations,  substitutions  of  collateral,  property  releases  and  asset  transfers. 

Effective  Financing  Programs 

The  Authority  offers  a  broad  range  of  effective  financing  options  to  eligible  borrowers.  These 
programs  are  the  culmination  and  refinement  of  programs  which  have  been  tried  and  tested  in  their 
appropriate  markets.  They  include  the  Stand-Alone,  Quick  Loan,  Master  Loan,  Equipment  Revenue 
Note  and  Capital  Asset  Loan  programs.  A  detailed  description  of  each  program  is  included  with  this 
information  packet. 

Fees 

The  Authority  is  an  independent,  self-supporting  public  authority.  Its  operational  expenses  are 
funded  through  fees  charged  to  the  facilities  using  the  Authority's  financing  programs.  No  public 
funds  or  tax  monies  are  appropriated  to  the  Authority. 
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MONTANA  FINANCING  LOCATIONS 


Shelby 


Havre 
Ft.  Benton 


Harlem 


Great  Falls 


Superior  •  St.  Ignatious 
'Missoula 

•  Helena 


Bozeman 


I  Lewistown 

•  Roundup 


■  Big  Timber    „.,.. 

^  •  Billings 

I  Livingston  "Columbus  , 


•  Red  Lodge 


Authority  Financing 


Authority  Financing  Consultation 


FACILITY  TYPE  LOGO  LEGEND 


A    Assisted  Living/Retirement  Facility 
D  Chemical  Dependency  Center 
N    Nursing  Home 
R  Residential  Home  or  Activity  Center 


C  Clinic 

H  Hospital 

P  Pre-release  Center 


ANACONDA 

Aware 

Community  Hospital  Of  Anaconda 

BILLINGS 

Alternatives 

Deaconess-Billings  Clinic 
Mission  Ridge 
Northern  Rockies  Regional 

Cancer  Treatment  Center 
REM  Montana 

Residential  Support  Services 
Rimrock  Foundation 
Special  Training  for  Exceptional  People 
Special  Transportation 
St.  John's  Lutheran  Home 
St.  Vincent's  Health  Center 

BOULDER 

Montana  Developmental  Center 


BOZEMAN 


R 

667,527 

Bozeman  Deaconess  Foundation 

H 

147,892 

Bozeman  Deaconess  Foundation 

H 

45.425.000 

Hillcrest  Senior  Living 

A 

17,170.000 

P 

2,925.000 

REACH 

R 

684,306 

HC 

157.173.598 

BUTTE 

A 

31.985,000 

AWARE,  Inc. 

R 

746,367 

Butte  Sheltered  Workshop,  Inc. 

R 

517,444 

C 

3.900,000 

St.  James  Community  Hospital 

H 

66,330,000 

R 

279,732 

Southwest  Montana  Mental  Health  Services 

R 

175,254 

R 
D 
R 

1,220,488 

2,595,000 

63,047 

DEER LODGE 

Powell  County  Hospital 

H 

85,675 

R 

51,000 

DILLON 

N 
H 

3,535.000 
111.610.000 

Southwest  Montana  Mental  Health  Services 
Barrett  Memorial  Hospital 

R 
HC 

159.049 
3.500,000 

R 

13,100.000 
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EKALAKA 

Dahl  Memorial  Hospital 

FT.  BENTON 

Missouri  River  Medical  Center 

GLASGOW 

Francis  Mahon  Deaconess  Hospital 

GLENOIVE 

DEAP 

Glendive  Medical  Center 

GREAT  FALLS 

Benefis  Healtfi  Care 
MDMC  Columbus 

Golden  Triangle  Community  Mental  Health  Center 
Great  Falls  Prerelease  Services 
Quality  Life  Concepts 

HAMILTON 

Marcus  Daly  Memorial  Hospital 
Ravalli  Services  Corp. 

HARDIN 

Big  Horn  Hospital  Association 

HARLEM 

New  Honzons  Unlimited 

HAVRE 

Havre  Day  Activity  Center 

Northern  Montana  Hospital/Health  Care 

HELENA 

Boyd  Andrew  Community  Services 

Lewis  &  Clark  County 

Regional  IV  Family  Outreacy 

St.  Peter's  Community  Hospital 

Shodair  Hospital 

Southwest  Montana  Mental  Health  Sen/ices 

Spring  Meadow  Resources 

West-Mont 

KALISPELL 

Kalispell  Regional  Medical  Center 

LIBBY 

St.  John's  Lutheran  Hospital 

LIVINGSTON 

Counterpoint.  Inc. 

Livingston  Memorial  Hospital 

Southwest  Montana  Mental  Health  Services 

MILES  CITY 

Eastern  Montana  Community  Mental  Health  Center 
Eastern  Montana  Industries 
Holy  Rosary  Health  Center 


14.046 


41,531 


H 

1,850,000 

R 

68,519 

H 

7,870,000 

H 

80,336,122 

R 

292,300 

P 

1,300,000 

R 

277,525 

H 

5,400,000 

R 

198,708 

H 

1,425,000 

154.512 


MISSOULA 

Big  Bear  Industries 

Community  Medical  Center 

Missoula  Community  Health 

Missoula  Correctional  Services 

Missoula  Developmental  Services  Corp. 

Opportunity  Resources 

St.  Patrick  Hospital 

Western  Montana  Community 

Mental  Health  Center 
Opportunity  Industries 

PABLO 

Mission  Mountain  Enterprises 

PLAINS 

Little  Bitterroot  Special  Services 

POLSON 

Mission  Mountain  Enterprises 

St.  Joseph  Hospital 

St.  Luke  Community  Hospital  and  Nursing  Home 

RED LODGE 

Regional  Services  (Beartooth  Industries) 
Beartooth  Hospital 

RONAN 

St.  Luke  Community  Hospital  and  Nursing  Home 


R 

448,562 

O  1.  lOI^Ml  lUO 

HNC 

22,093,687 

St.  Luke  Community  Hospital  and 
SHELBY 

P 

2,245.000 

Marias  Medical  Center 

NC 

2,590.000 

Northern  Gateway 

R 

249,761 

SIDNEY 

H 
H 
R 

39,789,258 
250.000 
114.709 

Sidney  Health  Center 
Richland  Opportunities 

R 

620,000 

SUPERIOR 

R 

1.617679 

Mineral  Community  Hospital 
TROY 

H 

59.336,487 

St  John's  Lutheran  Hospital 
WARM  SPRINGS 

HA 

3,395,000 

Montana  State  Hospital 
WHITEFISH 

R 

263,094 

North  Valley  Hospital 

H 
R 

558,721 
119,586 

WOLF  POINT 

Faith  Lutheran  Retirement  Home 

R 

594,817 

R 

249,761 

HNC 

29,287.461 

R 

569.454 

H 

40,831,557 

H 

77,026 

P 

5.611,000 

R 

2,557,671 

R 

1,425,125 

H 

115,855.664 

R 

5.285.103 

R 

779.291 

R 

R 
H-N 


HN 


71,834 

129.514 

259.751 

13.983.857 

533,600 


260.000 
100,000 


7.016,756 


225,000 


HC 

1.635.000 

R 

119.891 

HNC 

12.645.000 

R 

200.000 

62,952 


50.000 


25.915.000 


4.995,000 


65.000 
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MASTER  LOAN  PROGRAM 


The  Master  Loan  Program  was  introduced  in  1994  and  enables  qualified  borrowers  to  access  the  tax- 
exempt  capital  markets  at  investment  grade  interest  rates.  Documents  are  standardized  and  bonds 
can  be  marketed  for  more  than  one  borrower  at  a  time,  reducing  the  costs  of  issuance  for  each. 


Program  Structure 


•  Loans  between  $1,000,000  and  $5,000,000 

•  Loans  tailored  to  meet  the  Borrower's 
current  and  future  capital  financing  needs 

•  Credit  support,  in  the  form  of  an  insurance 
policy,  is  provided  by  the  Montana  Board 
of  Investments  resulting  in  a  lower  interest 
rate 


•  Term  up  to  20  years 

•  Bonds  marketed  for  a  single  borrower  or  a 
group  of  borrowers  with  each  borrower 
responsible  only  for  its  own  series  of 
bonds 

•  Capitalized  interest  funding  is  available 
during  the  construction  period 


Cost  Benefits 


Investment  grade  bond  interest  rates  have 
historically  provided  a  lower  cost  of  capital 
Issuance  costs  are  shared  by  all  borrowers 
and  are  therefore  kept  to  a  minimum 


Construction  escrow  accounts  can  be 
created  and  thereby  eliminate  the  need 
and  cost  for  interim  construction  financing 


Performance  Record 


Average  interest 

1994         1995 

1996 

1998 

2000 

2001 

rate  per  series: 

5.3%         5.5% 
Loan  Process 

5.2% 

5.9% 

5.9% 

5.0% 

If  the  Master  Loan  Program  is  an  attractive  financing  vehicle  for  your  particular  project,  please  notify 
the  Authority  of  your  interest.  Staff  will  provide  additional  information  or  clarification  on  the 
process. 
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QUICK  LOANS 


The  Authority  has  the  ability  to  make  loans  from  either  its  own  reserves  or  the  Permanent  Coal  Trust 
Fund  (TF).  Short  and  long  term  loans  are  available  as  they  are  applicable  to  credit  of  the  borrower, 
the  type  of  financing,  and  the  term  of  the  loan. 

General  Loan  Terms 


•  Minimum  Loan  Size:  $5,000 

•  Maximum  Loan  Size:  $1,500,000  (TF) 


•  Five  year  for  equipment 

•  Twenty  years  for  real  estate  (TF) 


General  Loan  Guidelines 


•  Current  ratio  in  excess  of  1:1 

•  Debt  service  coverage  in  excess  of  1:1 


•  Initial  Fee:  $100  to  $5,000 

•  Authority's  attorney  fees  on  a  sliding 
scale 


Fees 


•  20%  equity  requirement  (TF) 

•  Positive  net-worth/fund  balance 


•  Annual  Fee:  Up  to  $2,000  (TF) 

•  Appraisal  and  environmental  audit 
fees  for  real  estate  loans 


•  Borrower  out-of-pocket  expenses  include  borrower  attorney,  recording  fees,  etc. 


Interest  Rates 


Authority  loans  are  based  upon  the 
U.S.  Treasury  Index  maturity  that  are 
commensurate  with  the  loan  term  up 
to  five  years,  plus  .15% 


•  Trust  Fund  Loans  are  based  upon 
the  current  Board  of  Investments' 
Bond  Pool  Rate,  which  has  been 
under  7.5%  since  inception 


Expedited  Loan  Process 

Generally,  these  loans  can  be  processed  in  60  days  or  less.  Documents  generally  consist  of  a  loan 
agreement  and  a  security  agreement.  Contact  the  Authority  for  an  application.  Staff  may  approve 
the  loan,  or  it  will  be  presented  to  the  Authority  Board  for  consideration.  The  Authority  staff  will 
draft  the  loan  documents,  forward  them  to  the  borrower  for  execution,  and  the  closing  will  occur 
through  the  mail. 
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STAND-ALONE  BOND  FINANCINGS 

CAPTIAL  ASSET  PROGRAM 

EQUIPMENT  REVENUE  NOTE  PROGRAM 


The  Equipment  Revenue  Note  Program  provides  cost-effective  financing  for  the  acquisition  and 
installation  of  equipment.  Equipment  Revenue  notes  are  privately  placed  with  investors  who  have 
expressed  an  interest  in  purchasing  tax-exempt  securities.  The  interest  rate  and  certain  structural 
aspects  are  negotiated  with  the  purchaser.  The  program  has  been  designed  to  facilitate  an  efficient 
borrowing  vehicle  for  future  equipment  purchases  through  the  use  of  a  Master  Lease  Agreement. 


Program  Structure 


•  Minimal  time  investment 

•  Standardized  documents 

•  No  reserve  fund  requirement 


•  Fixed,  tax-exempt  interest  rates 

•  No  minimum  or  maximum  loan  sizes 

•  No  need  for  capitalized  interest 


•  Security  generally  consists  of  a  lien  on  financed  equipment 


•  Low  interest  rates 


Cost  Benefits 

•  Minimal  financing  costs 

Other  Advantages 


•  Processing  time  approximately  7-10  •  Arbitrage  rebate  calculation  not 
weeks  generally  required 

•  Annual  secondary  market  disclosure  information  generally  not  required 


Flexibility 


•  Loan  are  tailored  to  meet  borrower's 
current  and  future  capital  equipment 
financing  needs 


•  Interest  rates  and  terms  reflect  both 
the  historical  and  future  financial 
and  operating  performance  of  the 
borrower 


Process 

The  Equipment  Revenue  Note  Program  has  been  designed  to  offer  both  an  easy  and  efficient 
method  of  financing  and  refinancing  equipment.  Simply  notify  the  Authority  of  your  interest  in  the 
program,  complete  the  application  and  submit  it  to  the  Authority.  Staff  will  present  the  proposed 
financing  to  the  Authority  Board  for  approval.  The  Authority  bond  counsel  will  draft  the  loan 
documents  and  opinions.  The  closing  will  be  through  the  mail. 


Montana  Facility  Finance  Authority       406/444-0259       P.O.  Box  200506       Helena,  MT  59620 


a 


hority 


MONTANA  STATE  LIBRARY 


3  0864  1001   7683  6 


•Hot  Storm"  ©1993  BarDara  Van  Cleave 


STAND-ALONE  BOND  FINANCINGS 


"Hoi  Slorm'  81993  Barbara  Van  Cleave 


CAPTIAL  ASSET  PROGRAM 


The  Capital  Asset  Program  (CAP)  was  created  in  1985  through  the  sale  of  $67  million  Variable  Rate 
Demand  Revenue  Bonds.  The  bonds  are  secured  by  an  "AAA"  rated  bond  insurer.  Generally, 
investment  grade  facilities  may  borrower  funds  without  additional  security  and  non-investment 
grade  facilities  must  obtain  a  letter-of-credit  to  provide  security  for  their  loans. 

Structured  as  a  revolving  pool  of  funds,  CAP  has  been  and  continues  to  be  utilized  by  borrowers  for 
the  financing  and  refinancing  of  construction  and  renovation  projects,  as  well  as  equipment 
acquisitions.  The  revolving  pool  concept  provides  several  distinct  advantages  to  borrowers  and 
enables  the  Authority  to  continue  to  make  loans  until  the  year  2020.  CAP  offers  a  cost-effective, 
efficient,  and  flexible  vehicle  for  financing  your  capital  needs. 

Cost-Effective 


Minimal  time  investment 
Low  interest  rate 
No  prepayment  penalties 
Construction  escrow  accounts 


Minimal  financing  costs 
Standardized  documents 
No  reserve  fund  requirement 
No  need  for  capitalized  interest 
funding 


Flexibility 

•  Terms  reflect  the  historical  and  •  Loans  are  tailored  to  meet  the 

anticipated  financial  and  operating  borrower's  current  and  future 

performance  of  the  borrower  capital  financing  needs 

•  Terms  related  to  the  bonds  are  standard  and  terms  related  to  the  security  are  negotiated 
between  the  borrower  and  their  letter-of-credit  provider 

Advantages  over  Bonds 


•  Processing  time  is  approximately 
seven  to  ten  weeks 

•  Money  is  available  for  private  uses; 
e.g.,  medical  office  buildings 


No  annual  secondary  market 
disclosure  information  requirement 
Refinancing  of  these  loans  will  not 
count  against  the  limited  number  of 
advanced  refundings 


Simplified  Loan  Process 

The  loan  process  has  been  simplified  in  an  effort  to  expedite  a  loan  request.  Simply  call  the 
Authority  and  request  an  application.  The  completed  application  will  be  reviewed,  a  credit  analysis 
prepared,  and  presented  to  the  Authority  Board  for  approval.  The  letter-of-credit  provider  will 
negotiate  the  security  package  directly  with  you.  The  Authority's  staff  will  draft  the  standard 
documents.  A  closing  will  be  held  through  the  mail. 


1985  to  present 
5.36% 


Average  Interest  Rate  Performance 

10-year  average 
4.22% 


5-year  average 
4.13% 
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STAND-ALONE  BOND  FINANCINGS 


Bonds  of  the  Authority  are  most  often  issued  on  a  stand-alone  basis.  "Stand-alone"  refers  to  the 
fact  that  the  transaction  is  structured  for  one  borrower  at  a  time.  Stand-alone  bond  issues  can  be 
structured  with  fixed  or  variable  interest  rates  and  with  or  without  credit  enhancement  and/or 
ratings.  For  example,  a  bond  issue  may  be  enhanced  by  municipal  bond  insurance  or  a  letter  of 
credit  if  the  benefits  achieved  will  offset  the  additional  cost  of  the  enhancement  premium.  Bonds 
issued  with  variable  interest  rates  require  credit  enhancement  and  liquidity  agreements  in  the  form 
of  a  bank  letter  of  credit  or  municipal  bond  insurance. 

Additionally,  bond  issues  can  be  sold  with  or  without  a  rating  from  one  or  more  three  of  the  primary 
rating  services.  A  rating  is  based  on  the  rating  agency's  assessment  of  the  borrower's  (or  credit 
enhancer's)  ability  to  repay  the  debt,  and  can  also  be  modified  as  changes  occur  to  the  borrower's 
financial  condition.  The  rating  remains  in  place  for  the  term  of  the  bonds  and  can  affect  the 
marketability  of  an  issue.  When  it  is  not  cost  effective  to  secure  a  rating,  or  when  a  rating  is  not 
available,  the  Authority  may  issue  non-rated  bonds. 

The  Authority's  stand-alone  financing  programs  can  be  completed  using  several  different  methods 
of  sale.  For  larger  projects,  a  public  offering  of  bonds,  sold  on  a  negotiated  basis,  has  been  the 
most  frequently  used  option.  An  alternative  to  selling  securities  in  the  public  marketplace  is  the 
private  placement  of  bonds,  which  has  typically  been  used  for  smaller  volume  projects. 

Public  Sale 

A  negotiated  public  sale  of  bonds  is  appropriate  for  sales  of  complex  financing  structures,  large 
issue  size,  variable  rate  bonds,  those  with  programs  or  financial  techniques  that  are  new  to 
investors,  or  is  offered  under  volatile  market  conditions. 

To  complete  a  negotiated  issue,  a  managing  underwriter,  approved  by  the  Authority,  is  selected  to 
work  with  other  members  of  the  financing  team  to  establish  contractual  terms,  obtain  credit  ratings 
and  enhancement,  if  available  and  cost  effective,  and  to  structure  a  repayment  schedule  for  the 
issue.  The  managing  underwriter  tests  the  interest  rates  and  bond  structure  in  the  bond 
marketplace  during  the  marketing  of  the  bonds. 

Private  Placement 

A  private  placement  is  considered  for  issues  for  which  a  public  sale  is  either  too  expensive  (e.g. 
smaller  dollar  volume)  or  likely  to  be  ineffective  (e.g.  a  borrower  with  a  complicated  history  that 
requires  direct  contact  with  investors).  To  complete  a  private  placement,  the  financing  team 
structures  the  financing  and  develops  a  credit  package  and  then  drafts  documents,  which  are 
distributed  to  the  interested  investors.  Either  a  private  placement  agent  is  appointed  to  work  on  the 
transaction  or,  if  requested  by  the  borrower,  the  Authority  will  consider  directly  placing  the  bonds. 
The  borrower,  with  the  assistance  of  a  placement  agent  or  the  Authority,  negotiates  the  lowest 
interest  cost  and  covenant  requirements. 

Loan  Process 

The  Stand-Alone  Program  requires  the  borrower  to  send  correspondence  to  the  Authority  describing 
the  project  and  requesting  an  application.  Once  the  application  is  completed,  the  staff  will  present  it 
to  the  Authority  Board  for  approval. 
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